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OATH OR AFFIRMATION

I, ____ Douglas MacWright , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

, as

of _Highlander Capital Group, Inc ,2012 , are true and correct. | further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

BRUCE C. ALTSCHULER ;
Notery Public of New Jersey ,
Wy Commission Expres March 23, 2014 CEO

Signature

Notary Public

This report ** contains (check all applicable boxes):
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(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition,

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

{g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(J) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(I) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).



HIGHLANDER CAPITAL GROUP, INC.
Financial Statements |
and
Auditor's Report

December 31, 2012
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GARY B. FRIEND
CERTIFIED PUBLIC ACCOUNTANT
31 Middleton Road .

Savannah, GA 31411

——

912-598-9335
Fax 912-598-9336

800-238-8893
Fax 800-238-8386

Report of Independent Public Accountant

To the Board of Directors and Stockholders of
Highlander Capital Group, Inc.

New Jersey Office

411 Evergreen Bivd.
Scotch Plains, NJ 07076

I have audited the accompanying statement of financial condition of Highlander Capital
Group, Inc. as of December 31, 2012 and the related statements of operations, changes in
stockholders' equity and cash flows for the year then ended that you are filing pursuant to
Rule 17a-5 under the Securities Exchange Act of 1934, These financial statements and
the schedules referred to below are the responsibility of the Company's management. My
responsibility is to express an opinion on these financial statements and schedules based

on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the
United States. Those standards require that I plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management as well as
evaluating the overall financial statement presentation. I believe that my audit provides a

reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Highlander Capital Group, Inc. as of December 31,
2012 and the results of its operations and its cash flows for the year then ended in

conformity with accounting principles generally accepted in the United States.

My audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in Schedules I and I is
presented for purposes of additional analysis and is not a required part of the basic
financial statements, but is supplementary information required by Rule 17a-5 under the
Securities Exchange Act of 1934, Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in my opinion, is
fairly stated in all material respects in relation to the basic financial statements taken as a

whole.

February 19, 2013



HIGHLANDER CAPITAL GROUP, INC.
Statement of Financial Condition
December 31, 2012

ASSETS

Cash § 27,331

Receivable From Clearing Broker (Note 3) 89,317
Deposits with Clearing Broker (Note 3) 100,000
Furniture and Equipment, at Cost, Less Accumulated

Depreciation of $ 267,658 (Note 1) : 937
Other Assets (Note 9) 112.544
Total Assets _ $330,129

LIABILITIES AND STOCKHOLDERS’ EQUITY

Liabilities:
Accounts Payable and Accrued Expenses $ _ 57264
Total Liabilities $ 57,264

Stockholders® Equity:
Common Stock, Class A voting, no par value,
1,000 shares authorized, 160 shares issued,
158 shares outstanding ' 1,600
Common Stock, Class B nonvoting, no par value,

900 shares authorized, none issued or

outstanding -
Additional Paid-in Capital 1,174,399
Accumulated Deficit (898,134)
Less Treasury Stock, 2 shares at cost (Note 6) (__5,000)
Total Stockholders’ Equity 272,865
Total Liabilities and Stockholders’ Equity $330.129

The accompanying notes are an integral part of these financial statements,
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HIGHLANDER CAPITAL GROUP, INC.,

Statement of Operations

For the Year Ended December 31, 2012

Revenues:

Trading income
Commissions and fees
Interest and dividends
Other

Total Revenues

Expenses:

Clearing and floor brokerage
Commissions

Employee compensation and benefits
Communications

Occupancy costs

Regulatory fees

Depreciation

Other

Total Expenses

Income (Loss) Before Provision for Income Taxes

Provision for Income Taxes:

Federal
State

Total Provision for Income Taxes

Net Income (Loss)

The accompanying notes are an integral part of these financial statements,
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$ 132,874

607,072
14,664

48,056

83,955
454
572,950
31,269
29,706
47,140
1,370

53,314

$ 802,666

820,158

(17,492)

1,920

$ (19412



HIGHLANDER CAPITAL GROUP, INC.
Statement of Changes in Stockholders’ Equity
For the Year Ended December 31,2012

Additional
Common Paid-In Accumulated  Treasury
Stock Capital Deficit Stock Total
Balance, Beginning of Year § 1,600 $1,174,399 $(878,722) § - $297,277
Net Income (Loss) - - (19,412) - (19,412)
Purchase of Treasury Stock - - - (5,000) (5.000)
Balance, End of Year § 1.600 $1.174.399 $(898.134) $ (5,000) $ 272,865

The accompanying notes are an integral part of these financial statements.
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HIGHLANDER CAPITAL GROUP, INC.

Statement of Cash Flows
For the Year Ended December 3 1,2012

Cash Flows from Operating Activities:
Net income (loss) 5 (19.412)
Adjustments to reconcile net income to net cash
Provided by (used in) operating activities:

Depreciation 1,370
(Increase) decrease in operating assets:
Other assets (4,187)
Receivable from clearing broker (39,304)
Increase (decrease) in operating liabilities:
Accounts payable and accrued EXpenses 22,303
Net Cash Used by Operating Activities $ (39.230)

Net Cash Used by Investing Activities:
Purchase of Furniture and Equipment (1.488)

Net Cash Used by Financing Activities:

Purchase of Treasury Stock (5.000)
Net Decrease in Cash (45,718)
Cash, Beginning of Year 73,049
Cash, End of Year $ 27,331

Supplemental Disclosures:
Cash paid during the petiod for:
Interest . 3 -

Taxes § __1.920

The accompanying notes are an integral part of these financial statements.

GARY B. FRIEND



HIGHLANDER CAPITAL GROUP, INC.,

Notes to Financial Statements
December 31, 2012

Organization and Significant Accounting Policies

Organization

Highlander Capital Group, Inc, (the "Company"), formerly FIA Capital Group, Inc, is a
registered broker-dealer under the Securities Exchange Act of 1934. Incorporated in the
state of New Jersey on July 9, 1968 the Company is effectively 100% owned by its
president both directly and through two related LLC's. The Company is a securities
broker-dealer and is a member of the Financial Industry Regulatory Authority (“F INRA™)
and the Securities Investor Protection Corporation (“STPC™). The Company does not
carry customer accounts and accordingly is exempt from the Securities and Exchange
Commission's Rule 15¢-3-3 (the customer protection rule) pursuant to provision K(2)(i1)
of such rule,

Nature of Operations

The Company has offices in Short Hills, New Jersey. The two primary sources of
income are proprietary trading on the Company's behalf, and commissions earned from
retail trading. Management believes that the Company does not have any concentrations
of individual securities or reliance on individual retail customers where a loss in value or
business would have a material impact on the financial condition of the Company.

Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the US, requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosures of contingent
assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those
estimates. :

Securities Owned

Securities owned and securities sold but not yet purchased, are stated at market value and
are recorded on a trade date basis. Unrealized gains and losses are included in trading
income.

Revenue Recognition

Commission revenues and expenses are recorded when eamed on a trade date basis,

GARY B. FRIEND °



HIGHLANDER CAPITAL GROUP, INC.
Notes to Financial Statements - Continued
' December 31, 2012

Organization and Significant Accounting Policies - Continued

Cash and Cash Equivalents

For the purpose of the statement of cash flows, the Company considers money market
funds maintained with banks and brokers to be cash and cash equivalents, The Company
maintains cash in bank accounts which, at times, may exceed federally insured limits or
where no insurance is provided. The Company has not experienced any losses in such
accounts and does not believe it is exposed to any significant credit risk on cash and cash
equivalents,

Depreciation

Depreciation of furniture and equipment is provided based on the estimated 5-7 year
useful lives of the assets using the MACRS method.

Subsequent events

The Company considers the accounting treatments, and the related disclosures in the
current financial statements, that may be required as the result of all events or
transactions that occur after the year-end through the date of the independent auditors’
report. :

Income Taxes

The Company has $ 365,000 of federal and § 476,000 of state net operating losses
available to reduce future federal and state income taxes.

The Company accounts for income taxes under Statement of Financial Accounting
Standards No. 109, "Accounting for Income Taxes".

Clearance Agreement

The Company has a clearance agreement (the "Agreement") with the Pershing LLC a
Subsidiary of The Bank of New York Mellon ("Pershing") dated January 28, 1991,
Pershing is a member of various stock exchanges and is subject to the rules. and
regulations of such organizations as well as those of the Securities and Exchange
Commission.  Under the terms of the Agreement, Pershing clears the brokerage
transactions of the Company's customers on a fully disclosed basis. The Agreement
states that the Company will assume customer obligations should a customer of the
Company default.

Receivable from the clearing broker includes amounts due on proprietary unsettled cash
and margin transactions and commissions earned.

GARY B, FRIEND



HIGHLANDER CAPITAL GROUP, INC.
Notes to Financial Statements - Continued
December 31, 2012

Net Capital Requirement

The Company is subject to the Securities and Exchange Commission's Uniform Net
Capital Rule 15¢3-1. This rule requires that net capital, as defined, shall be the greater
of § 100,000 or 6 2/3% of aggregate indebtedness, as defined. As of December 31,
2012, the Company's ratio of aggregate indebtedness to net capital was 35.93 % and its
net capital was $ 159,384 which is § 59,384 in excess of its minimum net capital
requirement of $ 100,000,

Retirement Plan

The Company maintains a qualified 401K-employee savings and retirement plan
covering all employees aged 21 with onc year and 1,000 hours of service. Participants
may elect to defer 2-15% of their annual compensation and the company matches 50% of
elective deferrals up to 6% of eligible compensation. For the year ended December 31,
2012 the Company's retirement plan expense totaled § 4,183,

Treasury Stock

In December 2012 the Company purchased 2 shares of common stock from a minority
stockholder for $ 5,000. The stock is held in treasury and recorded using the cost
method.

Commitments

In February 2011 the Company relocated to Short Hills NJ and entered into month to
month operating lease with GDJ Realty Holdings LLC. The lease calls for monthly rent
of § 2,200. While GDJ Realty Holdings LLC is 25% owned by the Company's president
and 75% owned by other family members, the lease is at fair market value. Future annual
minimum lease payments due in the next five years are § 26,400.

Off-Balance Sheet Risk and Concentration of Credit Risk

As a securities broker, the Company is engaged in buying and selling securities for a
diverse group of institutional investors. The Company’s transactions are collateralized
and are executed with and on behalf of customers, banks, brokers and dealers and other
financial institutions, The Company introduces these transactions for clearance to
another broker/dealer on a fully disclosed basis.

The Company is engaged in various brokerage activities whose counterparties are
customers and institutions. In the normal course of business, the Company is involved in
the execution and settlement of various securities transactions. These activities may
expose the Company to risk of loss in the event that the counterparty is unable to fulfill
its contracted obligations and the Company has to purchase or sell the securities,
underlying the contract, at a loss.

GARY B, FRIEND *



HIGHLANDER CAPITAL GROUP, INC.
Notes to Financial Statements
December 31, 2012

Off-Balance Sheet R}sk and Concentration of Credit Risk -Continﬁed

A substantial portion of the Company’s assets is held at a clearing broker. The Company
is subject to credit risk should the clearing broker be unable to fulfill its obligations. The
Company seeks to control the aforementioned risks by requiring customers to maintain
margin collateral in compliance with various regulatory requirements and the clearing
broker’s internal guidelines. The Company monitors its customers® activity by reviewing
information it receives from its clearing broker on a daily basis, and requiring customers
to deposit additional collateral, or reduce positions when necessary.

Business Acquisitions/Related Parties

In June 2006 the Company acquired an 80% interest in Highlander Realty Advisors, LLC
for an aggregate purchase price of $ 40,000. The acquisition was recorded as a purchase
and accordingly, the purchase price was allocated to the assets acquired based upon the
estimated fair value as of the purchase date. During 2011 the Company received

$ 46,055 of fees from Highlander Realty Advisors, LLC all of which is reflected in fee
mecome,

In August 2007 the Company through Highlander Realty Advisors LLC acquired a
minority ownership interest in Greenway Partners-Raleigh, LLC, a Delaware limited
liability company for an aggregate purchase price of § 60,000. Greenway Partners-
Raleigh, LLC, owns and operates three shopping centers in North Carolina. The
acquisition was recorded as a purchase and accordingly, the purchase price was allocated
to the assets acquired based upon the estimated fair value as of the purchase date.

In December 2007 the Company acquired a 20% interest in Highlander Futures
Management LLC, a New Jersey limited liability company for an aggregate purchase
price of § 10,000. Highlander Futures Management LLC is largely controlled by the
president of Highlander Capital Group Inc. and is involved in equity and options
investing. The acquisition was recorded as a purchase and accordingly, the purchase
price was allocated to the assets acquired based upon the estimated fair value as of the
purchase date,

At December 31, 2012 all of the above acquisitions are included in other assets.

GARY B, FRIEND



Schedule |

HIGHLANDER CAPITAL GROUP, INC. .
Computation of Net Capital Pursuant to Rule 15¢3-1
December 31, 2012

Computation of net capital

Total stockholders’ equity $272,865
Deductions:

Total non-allowable assets from statement of financial condition 113,481
Net capital $ 159,384
Computation of excess net capital
Net capital requirement $ 100,000
Net capital as calculated above 159,384
Excess net capital $ 59.384
Computation of aggregate indebtedness
Aggregate indebtedness - per statement of financial condition 3 57,264
Ratio of aggregate indebtedness to net capital 35.93%

There were no differences between the audited Computation of Net Capital included in
this report and the corresponding schedule included in the Company's unaudited
December 31, 2012 Part 114 FOCUS filing,

GARY B, FRIEND °



Schedule I
HIGHLANDER CAPITAL GROUP, INC.

Statement Regarding Rule 15¢3-3
December 31, 2012

The Company is exempt from Rule 15¢3-3 of the Securities and Exchange Commission
under Paragraph (k)(2)(i) of that Rule.

GARY B. FRIEND °



GARY B. FRIEND

CERTIFIED PUBLIC ACCOUNTANT
31 Middleton Road
Savannah, GA 31411
912-598-9335
Fax 912-598-9336
New Jersey Office
800-238-8893 411 Evergreen Bivd.
Fax 800-238-8886 Scotch Plains, NJ 07076

To the Board of Directors and Stockholders of
Highlander Capital Group, Inc.

In planning and performing my audit of the financial statements of Highlander Capital
Group, Inc, (the "Company") for the year ended December 31, 2012, I considered its
internal control, including control activities for safeguarding securities, in order to
determine my auditing procedures for the purpose of expressing my opinion on the
financial statements and not to provide assurance on internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission, I have
made a study of the practices and procedures (including tests of compliance with such
practices and procedures) followed by the Company that I considered relevant to the
objectives stated in Rule 17a-5(g), in making the periodic computations of aggregate
indebtedness and net capital under Rule 17a-3(a)(11) and for determining compliance
with the exemptive provisions of Rule 15¢3-3. I did not review the practices and
procedures followed by the Company, (I) in making the quarterly securities
examinations, counts, verifications and comparisons, and the recordation of differences
required by Rule 17a-13; (2) in complying with the requirements for prompt payment for
securities under Section 8 of Federal Reserve Regulation T of the Board of Governors of
the Federal Reserve System; and (3) in obtaining and maintaining physical possession or
control of all fully paid and excess margin securities of customers as required by Rule
15¢3-3, because the Company does not carry security accounts for customers or perform
custodial functions relating to customer securities.

The management of the Company is responsible for establishing and maintaining internal
control and the practices and procedures referred to in the preceding paragraph. In
fulfilling this responsibility, estimates and Jjudgments by management are required to
assess the expected benefits and related costs of internal controls and of the practices and
procedures referred to in the preceding paragraph and to assess whether those practices
and procedures can be expected to achieve the SEC's above-mentioned objectives. Two
of the objectives of internal control and the practices and procedures are to provide
management with reasonable, but not absolute, assurance that assets for which the
Company has responsibility are safeguarded against loss from unauthorized use or
disposition and that transactions are executed in accordance with management's
authorization and recorded properly to permit the preparation of financial statements in
accordance with generally accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.



Because of inherent limitations in internal control or the practices and procedures referred
to above, error or fraud may occur and not be detected. Also, projection of any
evaluation of them to future periods is subject to the risk that they may become
inadequate because of changes in conditions or that the effectiveness of their design and
operation may deteriorate.

My consideration of internal control would not necessarily disclose all matters in internal
control that might be material weaknesses under standards established by the American
Institute of Certified Public Accountants. A material weakness is a condition in which
the design or. operation of the specific internal control components does not reduce to a
relatively low level the risk that error or fraud in amounts that would be material in
relation to the financial statements being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions.
However, I noted no matters involving the intenal control, including control activities for
safeguarding securities that | consider to be material weaknesses as defined above.

[ understand that practices and procedures that accomplish the objectives referred to in
the second paragraph of this report are considered by the Commission to be adequate for
its purposes in accordance with the Securities Exchange Act of 1934 and related
regulations, and that practices and procedures that do not accomplish such objectives in
all material respects indicate a material inadequacy for such purposes. Based on this
understanding and on my consideration of the internal control, I believe that the
Company's practices and procedures were adequate at December 31, 2012, to meet the
Commission's objectives.

This report is intended solely for the use of management, the Securities and Exchange
Commission, the Financial Industry Regulatory Authority and other regulatory agencies
which rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their

regulation of registered brokers and dealers, and should not be used for any other
purpose.

Ay Al

February 19, 2013
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Highlander Capital Group, Inc.

Supplemental SIPC Report

For the Year Ended December 31,2012
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GARY B. FRIEND
CERTIFIED PUBLIC ACCOUNTANT
31 Middleton Road
Savannsh, GA 3141}

L

912.598-9335
Fax 912-598-9336

New Jersey Office
800-238-8893 411 Evergreen Bivd.
Fax 800-238-8886 Scotch Plains, NJ 07076

Board of Directors
Highlander Capital Group, Inc.

In accordance with Rule 17a-5 (e)(4) of the Securities and Exchange Commission, I have
performed the following procedures with respect to the accompanying schedule (Form SIPC-7T)
of Securities Investor Protection Corporation assessments and payments of Highlander Capital
Group, Inc. for the year ended December 31, 2012. My procedures were performed solely to
assist you in complying with Rule 17a-5(e)(4) and my report is not to be used for any other
purpose. The procedures I performed are as follows:

1) Compared listed assessment payments with respective cash disbursement records entries;

2) Compared amounts included with the amounts reported on the audited Form X-17A-5 for
the year ended December 31, 2012 with the amounts reported in the General Assessment
Reconciliation (Form SIPC-7T);

3) Compared any adjustments reported in Form SIPC-7T with supporting schedules and
working papers;

4) Proved the arithmetical accuracy of the calculations reflected in Form STPC-7T and in the
related schedules and working papers supporting adjustments; and

5) Compared the amount of any overpayment applied with the Form SIPC-7T on which it
was computed.

Because the above procedures do not constitute an audit made in accordance with generally
accepted auditing standards, I do not €Xpress an opinion on the schedule referred to above. In

connection with the procedures referred to above, nothing came to my attention that caused me
to believe that the amounts shown of Form SIPC-7T were not determined in accordance with

;772“6

- February 19, 2013



Highlander Capital Group, Inc.
Determination of “SIPC Net Operating Rcvcnues ’
And General Assessment

For the Year ended Decemb

er 31, 2012

SCHEDULE OF ASSESSMENT PAYMENTS

General Assessment

Less Payments Made:

Total Assessment Balance
And Interest Due

Payment made with Form
SIPC 7T

$ 1.387

Date Paid Amount
7/31/12 $ 744 744
$ _643
$ _643
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Highlander Capital Group, Inc,

Determination of “SIPC Net Operating Revenues™

And General Assessment
For the Year ended December 31 , 2012

Total Revenue

Deductions:
Revenues from the distribution of shares of a
registered open end investment company or unit
investment trust, from the sale of variable annuities,
the business of insurance, from investment advisory
services rendered to registered investment companies
or insurance company separate accounts and from
transactions in security futures products

Commissions, floor brokerage and clearance paid
to other SIPC members in connection with securities
transactions

Total Deductions

SIPC Net Operating Revenues

General Assessment @ .0025

GARY B. FRIEND °

163,760

83,955

$ 247715



